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The  installation  of  a  system  of  cost  accounting  in  a  production  plant  always 
requires  considerable  study  of  the  operations  involved.     Since  vegetable  de- 
hydration is  a  new  industry  and  since  studies  of  costs  in  vegetable  dehydra- 
tion have  recently  been  reported  from  this  Laboratory,  it  has  seemed  advis- 
able to  publish  the  outlines  of  a  simple,  practical  cost  accounting  method 
which  has  been  suggested  by  those  studies.     The  system  is  pr 
Modifications  to  meet  individual  needs  can  be  readily  made. 

Certain  purposes  have  been  considered  as  follows: 

1.  Ready  calculation  of  unit  costs,  profit,  and  loss. 

2.  Comparison  of  costs  of  different  methods  of  prepar 

and  packaging. 


Comparison  of  lots  or  types  of  raw  materials. 


4.  Assistance  in  control  of  phases  of  operation. 


5.  Records  ir  detail  for  reference  and  audit. 


As  set  up,  the  accounts  provide  for  an  operating  record  on  only  one  vege- 
table.    If  two  or  more  products  are  handled  simultaneously,  additional  sub- 
division is  necessary  and  can  be  accomplished  by  separate  columns  in  each 
account  so  treated  for  each  vegetable  processed.    Usually  only  direct  charges 
are  subdivided  in  this  manner,  such  as  raw  material  and  labor.     Costs  involv- 
ing more  than  one  product  or  operation  must  be  charged  to  a  burden  account. 


In  the  classification  shown  in  Table  1,  a  number  and  title  are  assigned  to 
each  account.     The  raw  material  group  of  accounts  is  numbered  from  100  to,  but 
not  including,  200;  the  direct  labor  group  from  200,  etc.     Controlling  or  sum- 
marizing accounts  may  be  set  up  for  each  group  if  desired,  although  they  are 
not  necessary  in  all  cases.     If  such  accounts  are  used,  Account  100  is  the 
controlling  account  for  Raw  '"aterial,  200  for  Direct  Labor,  etc. 

A  segregation  of  these  accounts  is  given  in  Table  1.     Charges  proper  for  each 
account  are  also  noted.     These  charges  can  be  subdivided  still  further  with- 
in these  accounts  by  separate  columns  in  each  account  for  the  charges  indi- 
cated or  by  breaking  the  account  down  into  subaccounts  and  numbering  accordingly. 

Processing  costs  are  divided  in  the  usual  manner:     raw  material,  direct  labor, 
and  manufacturing  expenses.     Crating  and  warehousing  are  included  under  manu- 
facturing expense  because  they  are  usually  handled  in  the  same  operation  as 
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packaging.    Also,  the  sales  price  of  the  dried  Product  is  based  uoon  the  cost 
in  the  crate  or  box,  and  the  breakdown  should  give  total  cost  on  that  basis 
There  nay  be  some  reason  for  a  separate  grouping  for  the  packaging  supplies ' 
account  because  it  is  not  prorated  to  several  operating  steps  but "rather  is  a 
direct  cost  to  the  final  inspection,  packaging,  and  warehousing  step. 

The  distribution  of  indirect  and  overhead  costs  amonr  the  operating  steos  car 
be  made  on  a  basis  of  either  labor  cost,  total  processing  cost,  or^caoital  in- 
vestment, depending  upon  the  item  to  be  distributed.     It  may  be  advisable  to 
group  those  charges  according  to  the  basis  upon  which  they  are  prorated  The 
summary  of  costs  rivon  in  Table  2  suggests  a  distribution  of  items  of  indirect 
and  overhead  costs  to  the  various  operating  steps  and  a  basis  uoon  which  each 
may  be  allocated. 

If  two  or  more  vegetables  are  processed  in  any  one  accounting  period,  a  pro- 
ration on  a  cost  basis,  a  time  basis,  or  a  combination  of  the  two  may  be  used 
Some  items  such  as  heat  or  fuel  and  packaging  supplies  are  charred  uoon  an  ~  ' 
actual  use  basis. 

Balance  sheet  accounts  may  be  numbered  from  00  to  99.    T"hile  the  account*  are 
not  related  directly  as  such  to  the  problem  of  cost  accounting,  they  are  shown 
here  to  illustrate  what  accounts  may  be  needed  and  to  present  additional  ac- 
count numbers  for  them.    A  suggested  breakdown  is  ?iven  in  Table  3 
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Tabid  1, --Operating  Accounts  'for 
Vegetable  Dehydrating  Plants  ••< 


Acc-ount  ... 
Number       j  _ 

Account   : 

Explanation 

100 

Ran  Fatsrial.  -■■  ..'..'.';  '  ;•  '•  • 

C  ont r  oil i ngJA'c c'fftint •    

•:.  110  ; 

Purchase  price. 

Amount  paid  to  seller  or  broker  for-'.-, 
raw. .  ye  ge  table  s . 

120 

Freight  and  hauling.  ':' 

Hauling  raw  vegetables,  .'returning 
empty  boxes. 

'   "130  '  ■ 

•Storage. 

For  storage  charges  before  delivery 
to  dehydration  plant. 

HO 

Buying  expense. 

Buyers'  salaries  and  expenses, 
brokerage,  etc. 

■  150 

Crate  arid  box  expense. 

Labor  and'  supplies  for-  replacing  and 
repairing  crates  and  boxes. 

200 

Direct  Labor. 

Controlling  Account.  • 

210 

Receiving  and  storing 
labor. 

Unloading  raw  material,  hauling  mater- 
ial into  storage,  handling  and  wash- 

•  -     cleaning  up. 

•  ;  ; ' 220 

Preparing  labor. 

Preliminary  sorting  and  grading;  haul- 
ing to  preparation- room;  operating 
and  servicing  preparation  equipment; 
trimming,  sorting,-  coring,  and  peel- 
ing;^ cutting;  blanching;  cleaning 
up;  and  waste  disposal. 

230 

Drying  labor i' 

Loading' and  stacking  trays;  moving  car 
operating  and  servicing  drying  equip 
ment;  scraping  trays;  washing  trays. 

24.0 

Final  inspecting  labor. 

Packaging  and  warehous- 
ing labor. :  «'•  L-.  '     ■  ,  • ... 

Packaging,  exhausting,  and  sealing; 
labeling;  boxing' and  crating;  truck- 
ing to ■• warehouse;;  providing  empty 
containers  and  boxes  for  filling; and 
unloading  packaging  supplies  from 
.  .   trucks  or  railroad  cars. 

270 
280 

I        Payroll  taxes. 

Unemployment  insurance. 

)These  are  direct  labor  costs  and  are 
)     charged  to  each  operation  on  the 
•■')     basis  of  direct  labor  costs. 

Table  1  (continued) 


Operating  Accounts 
"             ■  Dehydrating 

for  Vegetable 

Plants  

Account  " 
Number 

■Account    .       .  . 

Explanation. 

300        -•      •      :   '  { 

.Manufacturing  Expense. 

Controlling  Account,     (For  indirect 

1 

1 

manufacturing  costs.) 

310-  '.• 

Indirect  labor* 

Superintendent,  foreman,  '.vatchman, 
janitor,  general  factory  help,  and 
factory  clerical. 

320 

'  "-■ ".  .  Utilities.    .     ."  • 

Fuel,  cover  and  light,  and  ^ater. 

330 

Maintenance? and  repairs. 
• 

Records  should  be  kept  of  each  repair 
job' to  enable  charging  to  proper 
operation. 

34.0".-   ,  '■ 

:  Depreciation. 

Depreciation  on  factory  building  and 
equipment. 

350 

Ta  xe's  a'nd  i  n  sura  nc  e . 
 •  -, 

Taxes  and'  Insurance  on  factory  build- 
ing and  equipment. 

360-  ;   "  . 

Rental  of  factor  and 
equipment. 

■   370  ■ 

Packing,  supplies  and 
■  expenses. 

Containers;  boxes  and  crates;  packag- 
ing and  crating  supplies;  rental  of 
sealing  equipment;  freight  and  haul- 
ing of  supplies;  and  ot>»er  misc. 
charges. 

3B0 

Inspection  and  control. 

i"    -   '3B1  ■ 

Laboratory  expenses. 

Costs  of  ovn  laboratory,  including 
salaries  and  expenses. 

Inspection  and  testing 
■    •    :   'fees.             ■■        .  •  . 

Fees  paid  to  outsiders  for  inspection 
and  testing  of  the  ran  material  and 
finished  product. 

■390 

Miscellaneous  supplies 
and  expenses. 

Also  credit  with  sales  of  trimmings. 

391 ' 

Caustic  soda  and 
other  chemicals. 

•  392 

Sales  of  trimmings,, 
fines,  etc. 
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Table  1  (continued) 
Operating  Accounts  for  Vegetable 
Dehydrating  Plants 


Account 
dumber 

Account 

Explanation 

3°3 

}  no 

and  income. 

An*)"  nTnn"f"  i         T?vnp  n^f^ 

P. nn"t"T"oT  1  i  ncr  Affnnnt, 

This  account  can  be  distributed  on  a 

•  mi  1      ctcj  •  Vict  q i  <3  oirinnr  AffOiint,1;   "l?n  1/0 

381,  393,  520,  540,  550,  620,  680. 

X  J.1C'     Uv  UulX     X  Ui        \J.:XJ~  O     CL^^W  LAI  1  U     H  O  LJO  I  J\X  O      Ul  LJ 

on  the  -amount  of  expense  involved. 

,Q'p "1  1  *i  Ki  rf  TPv-r>,^  ri  c;p  * 

P,  n  n  "h  y*  n  "1  1  t  n?    &  r'ponnt1 

OL/iloX  UXXXIlf-^     /iUL/UUIl  u  « 

510 

Salaries. 

Salaries  of  employees  engaged  in  making 
up  bids,  selling,  etc. 

520 

Traveling  expenses. 

530 

Brokerage  and  commis- 
sions. 

54-0 

Shipping  labor  and 

Loading  trucks  and  RR  cars;  out-freight 

o"f~  c*      CVr*^  "i  n  £t  t*  i  "1  v  :f  Vt      noQfq    of*   "I  o  "no  1  n  n a* 

w  KjVs  f      Ul  >_1  X  lid  1  X  J_  _y       L/Ija,"     L^*_/(D*-<0      sJX      XCl         X  X  Ilpi 

and  crating  are  considered  shipping 
•expenses-.'    In  vegetable  dehydration 

nl  w  nt  q      nil     r\?i  pVa  cfi  dt      qoa  1  i  ncr      1  o  Via  "T  * 

[JXa  XI  U  D  j     CI  XX     J-^clO  .o»-Cl  £rr  XIJ.^'  j     Dt>a  Xln^  j     XCL  !Jt>  X 

ing,  and  crating  are  usually  handled 
by  one.. crew .. and.  all.  at  the  same  time. 
Tt  is.   tb~f     dtp  .  thotp  c  nnvp  n  i  p  nt  tn 
charge  these  expenses  instead  to 
Accounts  250  and  370. 

550 

Misc.  supplies  and  ex- 

'(  ■{' ,     penses.          .■  : 

600 

General  and  Administrative 

Controlling  Account. 

Expense. 

610 

Office  salaries  and  ex- 
, ...  . ■  penses. 

General  office  clerical. 

620 

■  Administrative  salaries 
and  expenses. 

630 

Utilities. , 

Lights,  heat,  and  telephone  for  general 
office. 
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Table  1  (continued) 
Operating  Accounts  for  Vegetable 
Dehydrating  Plants 


Account 
*  un.be  r 


Account 


Explanation 


Rental  of  general  office. 
Interest  expense. 
Taxes  and  insurance,  •• 

Association  dues  and 
assessments. . 

'"isc.  supplies  and  ex- 
penses. 

lies. 


Taxes  and  insurance  on  finished  goods  on 
!     hand  rill  be  charred  to  this  account. 


Sales... 

Sales  returns,  allov:ances 
and  rejects. 

Cost  of  Goods  Sold. 


Controll         c  count.. 


S umoarizing  Ac  c  ount . 


Profit  and  Loss. 


Charge  with  manufacturing,  labor,  and 
ram  material  costs,  and  beginning 
inventories;  and  credit  with  ending 
inventories.  Credits  for  sales  of 

:     rejects,  fines,  and  other  wastes  or 
by-products  should  have  been  de- 

I    ducted  from  Account  392. 

{Summarizing  Account. 


Charge  r-ith  Cost  of  Goods  Sold,  S2lling 
Expanses,  and  General  and  Adminis- 
trative Expenses;  and  credit  mith 
Net  Sales. 
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